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KEY ECONOMIC INDICATOR: 


(All values in millions of dol 


1972 1973 
Actual Actual 
Current Prices 1,940.5 2,342.5 
Constant (1962) Prices 1,544.5 1,687.9 
Per Capita at Current Prices 
(actual peso value) 444.0 520.6 
Per Capita at Constant Prices 353.3 374.8 
FINANCIAL 
Active Money Supply 266.7 314.5 
Time & Savings Deposits 188.2 244.8 
Total Bank Loans 317.0 430.1 
Bank Loans to Private Sector 273.2 370.6 
, External Public Debt 322.1 335.9 
' Cost of Living Rise(percentage) 8.5 7.3 
FOREIGN TRADE 717.6 865.3 
Exports (f.0.b.) 347.4 442.1 
% U.S. Share 57.0 60.1 
Imports (f.0.b.) 537.7 421.9 
% U.S. Share 54.0 54.0 


OTHER INDICATORS 
Cement Consumption (MT) 694,252.2 673,396.5 


Central Government Revenues 315.3 360.3 
Central Government Expenditures334.3 387.4 
Foreign Overnight Visitors (000s)113.1 134.2 
Total Electric Power Sales 

(OOOMWH) 873.2 1,023.1 
Electric Power Sales to 

Industry (000MWH) 51155 380.0 


Main Exports to U.S. (in 
first half of 1975): Total 392.1; sugar and suga 
Coffee 12.0; Bauxite 10.5 
Main Imports from U.S. (in 
first half of 1975): Total 227.5; Machinery and 
Chemicals 24.6; food and 1i 





ATORS: DOMINICAN REPUBLIC 


dollars unless otherwise stated) 
Exchange Rate: 1 peso = 1 dollar 
Population: 4.78 million (1975 


% Change 1974 Change 1975 % Change 
73/72 Actual 74/73 Proj. 75/74 
20.7 2,970.5 26.8 3,836.4 29.1 

9.2 1,806.1 7.0 1,896.4 5.0 
7.5 640.2 23.0 802.6 25.4 
6.0 389.2 3.8 396.7 1.9 
17.9 433.2 5.7 408.7 (Nov) --- 
30.1 361.3 47.6 477.9 (Nov) --- 
Saad 645.1 50.0 733.8 (Nov) --- 
7 566.2 50.1 658.9 (Nov) --- 
4.3 433.0 28.9 487.S5(June) --- 
--- 20.0 --- 23.0 --- 
20.6 1,309.7 51.4 1,754.0 33.9 
z7.3 636.7 44.0 929.0 45.9 
-- 56.4 =< 68.2 --- 
24.9 673.0 59.5 825.0 22.6 
a 60.0 -- 54.9 ine 

- 3.0 700,607.1 4.0 737, 840.3 5:3 
14.3 520.5 44.5 661.0 27.0 
11.6 508.8 31.3 600.6 18.0 
18.7 152.8 13.9 169.1 O57 
17.2 1,097.0 V2 1,158.9 5.6 
22.0 419.2 10.3 426.7 1.8 


sugar by-products 298.4; Manufactured goods 17.7; Cocoa 20.8; 
a! 


and transport equipment 93.1; Manufactured goods 41.5; 
d live animals 19.5. 











SUMMARY 


Under President Balaguer, now in the second year of a third four-year 
term, the country is experiencing continued political and economic 
Stability. The Dominican economy achieved a significant increase in 
real Gross National Product (GNP), some 5.0 percent in 1975. With 
record sugar exchange earnings, the Dominican Republic had an histori- 
cally high export figure of $929 million during 1975. Though off from 
expectations, the balance of payments for the Dominican Republic in 
1975 remained favorable at approximately $30 million. Following the 
decline in the price of sugar, balance of payments considerations will 
loom larger during 1976. The parallel exchange rate market is becoming 
more institutionalized. A Central Government Budget surplus of $60 
million during 1975 should help finance 1976 expenditures as 1976 reve- 
nues lag behind 1975 levels. Inflation continues at a relatively high 
rate. The Dominican Republic retains its favorable foreign investment 
climate. Construction and sales opportunities for U.S. firms in the 
Dominican Republic are attractive. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Good Economic Performance. Still showing a good rate of growth, though 
at a reduced rate of acceleration, the Dominican economy achieved an 
increase in real Gross National Product (GNP) of some 5.0 percent in 
1975. Although this figure is down from 1974's real GNP growth of 7.0 
percent, it shows the underlying soundness of the Dominican economy. 
With the very high population increase of three percent annually or more 
the growth in real per capita income for 1975 was 1.9 percent compared 
with 3.8 percent the previous year. By far the leading impetus for 

was the historically high export figure of about $929 million, some 45.9 
percent greater than 1974, with sugar earning about $560.6 million in 
foreign exchange at an average price per pound sold of approximately 27 
cents. Other contributors to the continued growth were public and pri- 
vate investments, continued loans from international lending agencies, 
construction, and overall political and economic stability. 


Balance of Trade and Payments. In February 1975 President Balaguer put 
into effect various measures to combat inflation and husband foreign 
exchange earnings for more difficult days. Export earnings for 1975 were 
led by sugar; ferronickel followed with $103 million earned in foreign 
exchange, coffee $34.5 million, cocoa $25.2 million, and tobacco $33.7 
million. The combined foreign exchange earnings from coffee, cocoa, and 
tobacco were off $27.2 million over the previous year, due in part to the 
drought, but this loss was offset by the new gold and silver exports of 
$28.6 million which began in April 1975. Ferronickel production was off 
from expectations largely due to soft world demand. Foreign exchange 
earnings for 1976 from gold at the current production rates and the cur- 
rent world market price would be about $45 million. Ferronickel, cocoa, 
coffee, and tobacco exchange earnings should also be up for 1976. 


Dominican Republic exports to the U.S. during 1975 totaled $634 million, 
some $181 million over 1975 U.S. exports to the Dominican Republic. Thus, 
the Dominican Republic was the only independent, non-petroleum exporting 
_— American country to have a favorable 1975 balance of trade with the 


The Dominican Republic entered 1975 with expectations of attaining a 
balance-of-payments surplus of hundreds of millions of dollars. Un- 
fortunately, the continually increasing import bill for petroleum (the 
Dominican Republic must import all of its needs--1975 petroleum imports 
estimated at $168.5 million), the effects of the extensive drought during 
the first half of the year, and the falling off of the world sugar price 
reduced the final figure to a net gain of some $30 million in foreign ex- 
change holdings. 


The Dominican Republic's petroleum import bill in 1975 was exacerbated 

by the latest OPEC price hike and added consumption. Venezuela has 
reportedly offered loans for the payment of its oil at levels approxi- 
mating commercial rates of interest with long-term purchasing commitments. 
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Added food grain imports were needed to counteract the drought during 
1975, but increased domestic agricultural production for 1976 is foreseen. 


On the other hand, the current world-sugar price hovering around 13 to 

14 cents per pound, or about one-half of the average 1975 price, indicates 
a sharp drop in foreign exchange earnings from sugar. Each one cent 
change in the price of sugar represents about $21 million change in for- 
eign exchange earnings at current levels of production. Total 1976 sugar 
production should exceed 1975's crop by approximately 66,000 short tons. 


Historically, the Dominican Republic has a net outflow on the current 
account balance of goods, services and transfers while attaining a net 
inflow of capital. Imports are likely to grow during 1976 because of 
real economic growth and inflation. Large-scale capital investment from 
mining is tapering off. Considering all of the factors and projecting 
for 1976, it would appear that the balance of payments will be less fa- 
vorable unless increased capital borrowing on international money markets 
occurs or increased import restrictions are imposed. 


With estimated net foreign exchange reserves equivalent to the value of 
less than one month's worth of imports at the end of 1975, there is not 
much readily available cushion to soften the probable deficit. Non- 
essential imports of such luxury items as cars and alcoholic beverages 
must already be imported through the parallel market (see below) because 
they do not figure on the approved list of import items for which the 
Central Bank will remit official foreign exchange. Balance-of-payments 
considerations could become a constraint to economic growth for 1976. 


On the bright side, the Dominican Republic still has a very modest 


external public debt ($487.5 million as of June 30, 1975) with a debt- 
service ratio (relationship of servicing the external public debt to 
export earnings) remaining relatively low at four to five percent. 


Parallel Market. More and more the parallel market is becoming insti- 
tutionalized as importers are forced to obtain their foreign exchange 
there. Government officials appear to be encouraging the use of the 
parallel market as a financial instrument. Nearly all consumer goods 
and all tourist expenditures are estimated to be financed through the 
parallel market. Although the official exchange rate is one peso to 
one dollar, the exchange rate in years past for buying dollars with 
pesos hovered around 1.10 and 1.12 pesos to the dollar. The current 
rate on the parallel market of about $RD1.20 is the weakest it has been 
for many years. This softening of the peso means higher import costs 
for many items. (Foreign investors who bring in foreign capital and 
properly register it with the Central Bank of course have access to 
dollars at the official rate of exchange of one to one.) Paradoxically, 
the delays in remittances of dollars by the Central Bank have recently 
been decreasing. 





Fiscal Performance. With a strong inclination to avoid deficit fi- 
nhancing, the Dominican Government continues to meet a high percentage 
of its expenditures from ordinary revenues. Tax revenues for the Cen- 
tral Government during 1975 amounted to about 15.9 percent of the GNP, 
one of the highest percentages in Latin America. For 1975,Central 
Government budget revenues are estimated at $661.0 million, an increase 
of 27 percent over 1974. Total Central Government budget expenditures 
for 1975 were estimated at $600.6 million, some 18 percent higher than 
1974. The resultant budget surplus had a salutary effect on both infla- 
tion and import demand. For 1976, revenues may not be quite as high, 
but expenditures will probably approach those of 1975. 


Inflation. A report of an OAS economist last November used a deflator 
of 27.8 percent for his total 1975 GNP growth figure of 34.1 percent. 
The Embassy estimates country-wide inflation at 20 to 25 percent for 
1975. The official consumer price index for the City of Santo Domingo 
shows a 1975 average cost-of-living increase of some 14 percent. 


Several Dominican Government policies are designed to reduce inflation. 
A 100-percent reserve requirement against all deposits in commercial 
banks derived from sugar earnings was instituted in February 1975. 
Government subsidy payments were reduced and wages for government workers 
generally frozen. Total active money supply and total bank credit, past 
contributors to heavy inflation, began to slow down noticeably towards 
the end of 1975. Rates of growth of total active money supply and total 
bank credits for the 12 months ending in November 1975 were 21.9 percent 
and 19.2 percent, respectively, compared with growth rates of 63.0 percent 
and 46.7 percent for the respective items during the 12-month period end- 
ing in March 1975. 


In November 1974 a special export tax was established to derive greater 
government income from the high sugar prices. A special tax on coffee 
and cocoa exports was also established as the world price of these com- 
modities went up sharply. To avoid the inflationary impact of windfall 
sugar earnings, all government revenues over roughly $40 million a month 
were set aside in a special budgetary fund. It appears that about $80 
million of this fund was used for advance payments on two major dam proj- 
ects, with some $60 million remaining in the fund. These funds are ear- 
marked for agricultural development projects. Another special fund was 
also established from a portion of the tax on sugar exports levied when- 
ever the world price exceeded 20 cents per pound. This fund will be used 
for the development of the sugar industry and the improvement of the 
economic well-being of the sugar workers. 


nages and Employment. As in previous years, wage increases have lagged 
inflation. Unemployment in Santo Domingo is estimated at approxi- 

mately 20 percent and underemployment considerably higher. The remainder 

of the country has similar or greater underutilization of labor resources. 
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Favorable Investment Climate. The Dominican Republic has one of the 
most favorable attitudes towards investment, both domestic and private, 
in Latin America. The Dominican Govermment looks upon investment as a 
method of growth and development of the country. High tariffs, import 
quotas, special exonerations of duties on imports of capital equipment 
and intermediate goods, income tax and other exemptions, favorable credit 
policies, and comparatively low labor costs have encouraged industrial 
development. 


Currently, the industrial sector consists mainly of light industries 
like food, beverages, amd tobacco. Two large cement factories will be 
opening shortly, making the country self-sufficient in cement. 


In November 1975 ALOOA reached agreement with the Dominican Government on 
a contract running to December 1976. Rosario Resources and Simplot In- 
dustries are currently negotiating for exploitation rights to a new gold 
concession next to its current workings. Over $300 million in Overseas 
Private Investment Corporation (OPIC) insurance, the third highest total 
in the world, has been subscribed to by U.S. investors in the Dominican 
Republic. Eastern, Whiteshield, Cariboil, and Las Mercedes of Venezuela 
are discussing 011 exploration rights with the Dominican Government. The 
local rise in the price of a gallon of gasoline from 67 cents to 84 cents 
in October was accompanied by an offer of the Dominican Government to buy 
out Shell's half-ownership of the only oil refinery in the country if 
Shell so desired. It appears that this option will not be exercised. 


In the Summer and Fall of 1975 the country suffered from increasing 
electric power failures. Whereas electric consumption had been climbing 
significantly in the past, the estimated electric power sales to indus- 


try in 1975 increased by only 1.8 percent. Production schedules were in 
a state of flux until programmed power shortage times for various sectors 
were instituted. It is difficult to estimate how much industrial produc- 
tion was off because of the blackouts. CDE, the State electric corpora- 
tion, is nearing completion on two 80 Mw units at Haina under GE super- 
vision, and has just received $23.5 million financing from Export-Import 
Bank as part of a $47 million package for a 116 Mw thermal unit, trans- 
mission lines, and substations which should begin operation in 1978 or 
1979. The Dominican Government recently decreed that all new firms with 
a peak demand over 8,000 Kw have to provide their own generating equip- 
ment. This will be an added cost for firms considering new investments. 


The process of industrialization based on import substitution is showing 
Signs of exhausting possibilities of further expansion on that basis. 

At the same time government industrial incentives emphasize the promotion 
of export industries. The Generalized System of Preferences (GSP) in- 
stituted by the U.S. on January 1, 1976, will not only lead to the elimi- 
nation of tariffs on many items now exported from the Dominican Republic 
to the U.S., but should also open up the possibility of items not current- 
ly exported from the Dominican Republic becoming competitive in the U.S. 
market. 


a 





Among hindrances to trade is the continued need for a consular invoice 
on shipments to the Dominican Republic. Another is a lack of a bonded 
arrangement for moving containerized freight through customs without 
breaking out the contents of the containers. The strict Dominican Agent- 
Distributor law is making foreign companies more reluctant to engage or 
retain Dominicans instead of other nationals as their representatives. 


Industrial Free Zones. Industrial free zones, where materials are brought 
in duty-free, processed by local labor, and re-exported duty-free continue 
to expand. These zones provide increased employment and bring technology 
and skills to the country. Foreign-owned plants in these zones are com- 
pletely exempt from income taxes and pay workers slightly less. There 
are over 40 plants employing above 4,000 workers in the existing zones of 
La Romana, San Pedro de Macoris, and Santiago. Haina (which will become 

a more modernized port for Santo Domingo), San Cristobal, and Puerto 
Plata have zones in planning or developing stages. In special cases, an 
individual factory outside the established zones may be declared a free- 
zone enterprise. 


Shipping. No major air or ship cargo rates changes were announced during 
the are half of 1975, but shipping rates of cargo from the U.S., Japan, 
and Europe will soon have a 10 to 15 percent surcharge attached on col- 
lect freight to cover the cost of remitting dollars through the parallel 
market. 


To date no new Dominican lines have been set up under the provisions of 
the maritime law passed last spring by the Dominican Congress. The 
Dominican Republic has participated in the organizational meetings of 
the new Caribbean shipping line NAMUCAR which is to be jointly owned 
and operated by various governments of the area, but to date it has not 
joined the organization. 


American Air Lines took over the direct New York-Santo Domingo route 
from Pan American and is offering weekly air cargo service. 


Construction and Tourism. A great deal of construction activity in the 
Dominican Republic continues. Sheraton, Loews, and Gulf and Western are 
nearing completion of first-class hotels in Santo Domingo. The Dominican 
Government is interested in increasing the amount of foreign exchange 
generated by tourism and gives various incentives to the development of 
the tourist industry. Tropical climate, good beaches, proximity to the 
U.S., and relatively low prices make the Dominican Republic attractive 
for tourism. Club Mediteranée intends to set up a facility in the coun- 
try and cruise ships are increasingly stopping at Santo Domingo and 
Puerto Plata. Gulf and Western has plans to build a large tourist com- 
plex at Bayahibe, east of La Romana. 


Sir William Halcrow, Partners, a British firm, is preparing the final 
design for the Central Bank's tourism project on the north coast near 
Puerto Plata and Rio San Juan with World Bank financing. Contracts for 
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two major hotels in the area have just been signed, with Loews slated 

to be the operator of one and another U.S. chain most likely the operator 
of the second one. Contracts are being let for a terminal and ancillary 
infrastructure for an already-completed airport. runway near Puerto Plata 
designed to handle Boeing 747's. On the south coast at Boca Chica near 
Santo Domingo the Central Bank with likely Inter-American Development 
Bank (IDB) financing is expected to give out the first contract for engi- 
neering design of infrastructure in the foreseeable future. The moderni- 
zation of the Port of Haina with $35.5 million financing from IDB should 
be starting in early 1976. Frederic R. Harris is conducting the feasi- 
bility study scheduled for completion in May 1976 on the Santo Domingo- 
Santiago four-lane highway. Work on the Sabana Yegua Dam at a cost of 
$60 million is progressing under a contract with the Guy F. Atkinson 


Company . 


Also being planned are other smaller dams such as Bao, Mao, Chavén, Sunate, 
and Duey; power plants; irrigation systems including the Yaque Del Norte 
project; airports; highways; hospitals; and housing projects. 


IMPLICATIONS FOR THE UNITED STATES 


President Balaguer is in the second year of a third four-year tem char- 
acterized by continued political and economic stability. The Dominicen 
Republic is the largest market for U.S. goods in Central America and the 
Caribbean, importing about $453 million worth of American goods during i975. 


American products are increasingly competitive with European and Japanese 
products. American goods are prized in the local market for their quali- 
ty, good servicing which goes with them, and their easier accessibility 
to spare parts. U.S. prices and delivery are likewise favorable compared 
With the Japanese and Europeans. 


Many large-scale projects are underway. In addition to the latest Export- 
Import Bank loan, CDE has expenditure plans for above $250 million worth 
of new generating equipment, power transmission lines, and related sup- 
port equipment over the next ten years. The City of Santo Domingo is 
buying buses for a new transit system, planning seven parking garages at 
a total cost of $6.5 million, and hopes to carry out a study of Santo 
Domingo's urbanization needs. CEA, the State sugar council, plans a 
modernization of the sugar industry. The Dominican Telephone Company 
will be undergoing an expansion program from 1975 to 1978. 


Important opportunities in materials, equipment, and consulting and super- 
visory services are offered by the previously mentioned construction boom. 
Service contracts in the way of feasibility studies, design, and engineer- 
ing should also be in increasing demand. 


Direct sales opportunities include construction supplies and equipment, 
hotel and restaurant furnishings and supplies, cooling and refrigeration 
equipment, pumps and centrifuges, portable irrigation systems, water sup- 
ply and sewage equipment, food processing and packaging machinery, agri- 
cultural machinery and equipment, office equipment and supplies, and 
sports equipment and leisure goods. Other items demanded include house- 
hold appliances, hardware items, small tools, electronic gear, electric 
generators, textiles and graphic supplies. 
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INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- @ Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


changes in Key Competitive Indicators 


@ basic Data For Indicators 


Data are presented in four sec- 
tions. Qrotes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 


NAME—FIRST, LAST 
COMPANY NAME OR ADDITIONAL ADDRESS LINE 
STREET ADDRESS 
MAIL ORDER FORM 
TO: 
Superintendent of Documents 
CITY STATE ZIP CODE Government Printing Office 
Washington, D.C. 20402 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 
Europe East and South Asia 
France and Benelux Japan 
Countries 4504 Southeast Asia 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4424 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 


Iran, Israel, Egypt 3752 
Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 
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Are You Exporting 
Blindfolded? 


YOU MIGHT BE, IF YOU DON’T 
HAVE ALL THE INFORMATION 
YOU NEED — 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG ... TODAY! (COM 75-10212) 


NAME 
COMPANY 


ADDRESS 


CITY 


Please Print 


(please detach here) 


ZIP CODE 


MARKET SHARE REPORTS can help fill 
your export information gap. These easy- 
to-read reports will help you pinpoint new 
sales prospects in a wide range of 
markets. You'll use them extensively to 
identify overall foreign trade trends in 
manufactured goods and to compare 
your own performance in world markets 
with that of other traders. 


MARKET SHARE REPORTS give 
detailed commodity and country 
breakdowns and easy-to-reference 
comparative trade figures for the U.S. and 
other major suppliers. And the five-year 
spread of data on trade in more than 800 
commodities gives a precise picture of 
changing levels of import demand and 
shifts in the relative competitive positions 
of exporting countries. 


MARKET SHARE REPORTS for 1969-73 
are offered in two series— 


82 Country Reports—each covering a 
leading importing nation. $3.75 each. 
880 Commodity Reports—with data on 
exports from the U.S. and 13 other 
major exporting countries. $2.75 each. 
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MAIL TO: 

National Technical Information Service 
U.S. DEPARTMENT OF COMMERCE 
Springfield, Virginia 22161 





